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SUBJECT : ABU DHABI PETROLEUM DEVELOPMENTS 

1. SUMMARY: WHILE THERE ARE STILL IMPORTANT DIPPERENCES BE- 
TWEEN GOVERNMENT AND POREIGN OIL INDUSTRY INTERESTS IN ABU 
DHABI, MOST PROBLEMS ARE GRADUALLY BEING RESOLVED IN AN OVER- 
ALL ATMOSPHERE THAT IS NOW MUCH IMPROVED OVER PERIOD OP 
CONPRONTATIONS OP EIGHTEEN MONTHS AGO. 

2. ON SHORE LPG PROJECT. TWO SIDES ARE NEGOTIATING INTEN- 
SIVELY ON DETAILED AGREEMENTS COVERING PINANCIAL, LEGAL AND 
TECHNICAL ASPECTS OP PROJECT. ON PINANCING, MAIN STUMBLING 
BLOCK ARE TERMS UNDER WHICH GOVERNMENT IS TO PROVIDE BRIDGING 
LOANS SO THAT PROJECT CAN GET UNDERWAY WHILE LONG-TERM 
FINANCING BEING ARRANGED. ON TECHNICAL SIDE, ALL PROBLEMS 
SEEM TO BE RESOLVED EXCEPT QUESTION OF LOADING FACILITY 

AT RUWEIS, WHICH ADNOC WANTS REDESIGNED TO CONPORM WITH 
MASTER PLAN POR THIS PORT BEING PREPARED BY ARTHUR D. LITTLE, 
WHEEAS INDUSTRY PARTNERS ARE SAYING THIS WILL INCREASE 
COSTS AND WASTE TIME. INDUSTRY NEGOTIATORS ARE TRYING TO KEEP 
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POREIGN MINISTER SUWAIDI ENGAGED,APPARENTLY WITH 
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SOME SUCCESS, TO OVERCOME HARD-LINING ALGERIAN 
LAWYERS IN ADNOC. ORIGINAL TARGET DATE OE SEPTEMBER 
EOR CONCLUSION OE DETAILED AGREEMENTS NOW RECOGNIZED 
AS UNREADLISTIC, BUT BOTH SIDES EXPECT THAT BY END 
OE YEAR PROJECT WILL BE UNDERWAY. 

3. ON-SHORE OIL. OE ABU DHABI'S TWO MAJOR OIL COMPA- 
NIES, ADPC HAS MOST SATISEACTORY RELATIONSHIP WITH 
GOVERNMENT AT PRESENT. PRODUCTION HAS BEEN RUNNING 
AT MAXIMUM ALLOWABLE OE ONE MBD. LAST YEAR'S CHRONIC 
ARGUMENTS BETWEEN INDUSTRY PARTNERS AND ADNOC OVER 
PACE OF DEVELOPMENT PROGRAM HAVE GIVEN WAY TO 
GREATER DEGREE OE MEETING OE MINDS THIS YEAR. DE- 
VELOPMENT BUDGET HAS BEEN EIXED AT 55 MILLION 
STERLING THIS YEAR, BUT OVER AND ABOVE THIS ADPC IS 
DOING SOME DRILLING EOR ADNOC'S ACCOUNT ALONE TO 
DEEINE SMALL ON-SHORE FIELDS WHICH ADPC INDUSTRY 
PARTNERS DO NOT EIND ATTRACTIVE ENOUGH TO DEVELOP-. 

ADPC IS NOW PREPARING MULTI-YEAR DEVELOPMENT PLAN 
WHICH CALLS EOR PRODUCTION TO RISE TO 1.4 MBD BY 

END OE 1978. THIS WOULD INCLUDE SOME 200,000 B/D 
FROM NEW SHAH EIELD 60 KILOMETERS SOUTHWEST OE ASAB. 
ADPC MANAGERS ARE OPTIMISTIC ADNOC WILL AGREE TO THIS 
INCREASED LEVEL OE PRODUCTION WHICH IN ANY CASE ONLY 
SLIGHTLY MORE THAN PRESENT ADPC CAPACITY OE 1.28 MBD. 

4. ADMA. THERE IS STILL NO "SETTLEMENT" BETWEEN ADMA 
AND GOVERNMENT AND STILL NO DEVELOPMENT BUDGET EOR 
THIS YEAR, BUT COMPANY CONTINUES TO PRODUCE OIL AT 
ITS ALLOWABLE OE 450,000 B/D UNDER WHAT IT REGARDS 

AS EXISTING UNSATISFACTORY TERMS. WITH RESPECT TO 
PRODUCTION ALLOWABLE, ADNOC WILL NOW HAVE ITS HAND 
EORCED BY COMPLETION OF DAS ISLAND LNG PLANT, WHICH 
WAS PLANNED ON BASIS OFE-SHORE PRODUCTION OF 750,000 
B/D. WATER INJECTION SCHEME AT UM SHAIE EIELD IS 
BEING RUSHED TO COMPLETION SO THAT PRODUCTION PROM 
THIS EIELD, NOW RUNNING AT 200,000 B/D CAN RISE TO 
330,000 B/D BY END OP YEAR WHEN LNG PLANT BEINGS 
PRODUCTION. EVEN THIS WILL NOT BE ENOUGH - AD/GAS 
LIQUIFICATION CO. HAS ASKED THAT PRODUCTION FROM UM 
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SHAIF BE RAISED BY AT LEAST ANOTHER 50,000 B/D AS 
SOON AS POSSIBLE. RISE IN PRODUCTION WILL HELP 
ADMA'S PROFIT -SQUEEZED INDUSTRY OWNERS SLIGHTLY, 

BUT COMPANIES WILL STILL BE SEEKING SPECIAL MEASURES 
TO INDUCE THEM TO COME UP WITH THEIR SHARE OF 
ADMA'S VERY EXPENSIVE DEVELOPMENT COSTS. OP THE 
ALTERNATIVES SUGGESTED BY INDSUTRY OWNERS, GOVERNMENT 
CHOSE IDEA OF LOAN TO OWNER COMPANIES (RATHER THAN 
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LOWER TAX OR ROYALTY RATE) BUT ALSO PROPOSED THAT 
COMPANIES PAY INTEREST ON LOAN, WHICH COMPANIES ARE 
UNWILLING TO DO. 

5. SATH RASROIIT FIELD. ADNOC RECENTLY SIGNED A SERVICE 
CONTRACT WITH CEP TO DEVELOP A NEW FIELD, CALLED SATH 
RASBOUT (LOCATED AT ABOUT 5310E2440N). THIS FIELD WAS RE- 
LINQUISHED BY ADMA WHICH BELIEVES IT CAN BE DEVELOPED 
TO ABOUT 80,000 B/D. CEP TOGETHER WITH SOME US 
INDEPENDENTS APPROACHED GOVERNMENT WITH OFFER TO DE- 
VELOP IT ON CONCESSION BASIS, BUT ADNOC DECIDED IT 

WISHED TO PROCEED ON 100 PERCENT GOVERNMENT OWNED BASIS. THIS 
IS FIRST ABOU DHABI FIELD TO BE DEVELOPED ON SERVICE- 
CONTRACT BASIS AND WILL PROVE TO BE INTERESTING EX- 
PERIMENT. 

6. EFFECT OF ARAMCO SETTLEMENT. WE ASKED ABU DHABI 
PETROLEUM DEPT. USECY ISMAIL WHAT HE THOUGHT EFFECT 
OF LONG-AWAITED ANNOUNCEMENT OF TERMS OF ARAMCO 
SETTLEMENT WOULD HAVE ON ADG OIL POLICIES. HE SAID 
HE DID NOT BELIEVE IT WOULD ALTER ABU DHABI'S DECISION 
TO KEEP INDUSTRY FIRMS AS PARTNERS FOR FOR- 
SEEABLE FUTURE, BUT HE THOUGHT ARAMCO SETTLEMENT 
WOULD PROVE TO BE REFERENCE POINT FOR FUTURE DEALS 
HERE AS WELL AS FOR OTHER OPEC PRODUCERS. 

STERNER 
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